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Outline 


of the six-month periods ended March 31 


1963 1962 1961 1960 

Sales. . G0 ers hie 2 Saree $52,832,581 $48,336,334 $46,219,179 $45,088,720 
axes —= Excise and sales". eee 20,324,607 18,911,633 17,778,200 17,495,904 

=> INCOMe™ a) ses ee eee 2,865,000 2,812,000 2,740,000 2,576,000 
Depreciation of fixed assets 1a ee 1,573,472 1,620,521 1,497,462 1,368,456 
Net Earnings 5.0. eee 2,968,335 2,884,505 2,834,839 2,708,087 
Earnings per “A” and “B” share . . . . 69.1¢ 67.0¢ 65.8¢ 62.6¢ 
Dividends per “‘A”’ and “B” share. . . . SToo¢ 55.0¢ 45.0¢ 45.0¢ 
Capital Expenditures 2-12 eee 4,312,694 1,769,902 P572.392 2,534,761 


Workine Capitala3 5) aa ee ee 13,139,453 15,167,492 14,309,998 11,102,218 


To the Shareholders: 


Your directors have pleasure in submitting the 177th Annual Statement of the Company. 


As indicated in the Annual Report for the year ended September 30, 1962, the fiscal year end 
of the Company has been changed from September 30 to March 31. Accordingly, the present 
Report deals only with the six-month period October 1, 1962 to March 31, 1963. 


Marketing 


Beer and ale sales in Canada during the period under review increased at a satisfactory pace. 
Although the increase in Ontario, the largest province, was only 0.5% over last year’s level, 
industry sales in the country as a whole were 3.2% over those in the six-month period ending 
March 31, 1962. As the rate of population growth was no greater than normal, the industry 
position reflects a gratifying increase in national per capita consumption. 


During the same period your Company’s sales increased 4.5%, with the result that our share 
of the Canadian market reached a new record high. 


The market of our two national brands — Molson Export Ale and Molson Canadian Lager 
Beer — was extended still further during the period. Although Export Ale had been available 
in Newfoundland, as an imported product it was sold at a premium price. Today it and Canadian 
Lager are brewed and bottled in our St. John’s brewery, and distributed at local prices through- 
out the province. In turn, it is encouraging to note that there has been a most impressive growth 
in the popularity and market share of all the products of the Newfoundland Brewery Limited. 


With considerable satisfaction we can report that the industry conversion to the compact 
amber bottle in Eastern Canada was successful in every respect. As a result, plans have been 
completed by the industry to convert the market in Western Canada to the new bottle, and 
conversion commenced in British Columbia in April, and in Manitoba in May. Alberta and 
Saskatchewan will follow suit early in 1964. 

In keeping with our objective of offering the consuming public the most attractive packages 
possible, the labels of all our brands in Manitoba and B.C. have been given the exclusive and 
distinctive hexagonal shape already recognized as a Molson trademark in Eastern Canada. 


Financial 


Due to the change of the Company’s year end, the Consolidated Audited Accounts are 
presented without comparison. They comprise the operations of all subsidiary companies, 
including the results of Newfoundland Brewery Limited, for the full fiscal period. The latter 
were not included for the same six months in 1962. 


For the period, sales amounted to $52,832,581, a gain of $4,496,247 over the same six 
months of a year ago. After provision for income taxes and minority interests, Consolidated 
Net Earnings were $2,968,335 compared with $2,884,505 for the similar period of last year. 
Allowing for payment of preferred dividends amounting to $250,102, earnings per “A” 
and ‘‘B” share were 69.1¢ on a total of 3,931,354 shares outstanding in 1963, compared with 
67.0¢ on 3,930,984 shares in 1962. 


All costs incurred up to March 31, 1963 due to the progressive replacement of existing bottles 
with new compact bottles in Western Canada, have been added to the deferred compact bottle 
conversion costs previously sustained in the East. The Company’s share of the total cost of the 
former, less income taxes thereon should not exceed $1,000,000, and it is intended to amortize 
these costs over the period of anticipated savings. 


Consolidated Working Capital decreased by $986,460 to $13,139,453 at March 31, 1963. 


Redemption of Preferred Shares 


On February 15, 1963, your Company borrowed $10,000,000 through the issuance of 514% 
debentures due February 15, 1966. The proceeds of the issue were used to replace working 
capital invested over recent years in fixed assets. This working capital in turn was used to 
redeem on April 1, 1963 all the issued and outstanding preferred shares of the Company. 


Dividends 


At their meeting on February 18, 1963 your directors declared a dividend of 25¢ on each 
Class “‘A”’ and Class “‘B” share. It is expected that the extra dividend paid in December of the 
last two years will be discontinued and in the absence of unforeseen circumstances, a regular 
dividend of 25¢ per share will be paid quarterly thereby putting the dividend on a regular annual 
basis of $1.00 for each Class “A” and Class “‘B” share. 


Production 


To meet expanding volume requirements with higher efficiency and increased control over 
quality, $4,312,694 was spent for plant and equipment during the period under review. Projects 
completed included new bottling lines in Toronto and Vancouver and the new cellar buildings 
in Montreal and Lethbridge. 


In the year ahead it is planned to spend a further $3,400,000. Major projects covered in whole 
or in part in this amount are improvements to bulk and packaged goods handling in Montreal, 
a new warehouse-cellar building in St. John’s, completion of fermenting expansion in Toronto 
and in Prince Albert and additional warehouse capacity in Regina and in Winnipeg. 


Technical Alliance 


In January arrangements were completed for the exchange of technical information with 
major brewers in three foreign countries. The other brewing firms involved are Amstel Brewery 
of Amsterdam, Holland; Courage, Barclay & Simonds Limited of London, England and 
Falstaff Brewing Corporation of St. Louis, U.S.A. 


The arrangement is designed primarily to keep each of the participating companies mutually 
informed of the progress being made in the science of brewing. In addition, special studies will 
be developed concerning the problems of beer production and packaging. 


Taxes 


Taxes, the major cost factor in the price of beer, continue to receive much attention by your 
Company and the industry. In the six month period excise duties and sales taxes paid by the 
company amounted to $20,324,607 or 38.5 cents out of each sales dollar. 


We and the industry continue to press for reduction in the rates and the elimination of 
certain anomalies in present methods of collecting these taxes. In the latter connection there is 
reason to believe that some of these anomalies may be corrected which would result in some 
economies to both the industry and Government. 


Directors 


At his request, Mr. John H. Molson was not re-elected to the Board of Directors after serving 
it for thirty-three years. It is impossible to give any adequate summary of his contribution to 
the affairs of this Company since he joined it in 1919, retiring in 1961 as Vice-President. With 
him the interests of the Company always came first and his presence on the Board will be 
greatly missed. 


In his place, Mr. P. T. Molson, Vice-President and General Manager of Molson’s Brewery 
(Ontario) Limited, was elected a director. 


Personnel 


During the period three collective agreements were open and all were negotiated and signed. 
Two year agreements were completed in Winnipeg and Prince Albert and a three year agree- 
ment was reached in Edmonton incorporating the Guaranteed Wage Plan adopted in Ontario. 


Your directors on this occasion record their sincere appreciation to all employees for their 
interest, cooperation and service during the year. 


Outlook 


Since our Annual Report of six months ago, events have transpired which indicate that some 
practical measures will be taken to stimulate Canadian domestic and foreign trade. An air of 
activity, of determination, and of confidence seems to have improved the climate in which 
business plans must be laid and decisions for the future taken. In addition, it is to be hoped 
that studies presently being conducted in regard to particular aspects of economic policy will 
result in further measures directed to the same end. These factors together with the current 
general improvement in business are encouraging. 


Over the next twelve months we anticipate that volume in the brewing industry will continue 
its present rate of increase and we believe that sales and earnings of your company should be 
somewhat higher than in any previous twelve month period. 


On behalf of the Board, 


T. H. P. MOLSON, H. DEM. MOLSON, 
Chairman. President. 


Montreal, Canada, 
May 28, 1963. 


MOLSON BREWERIES LIMITED 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Earnings 
For the six months ended March 31, 1963 


ELC ae EIN, Been ey nae) aS aus Ses el: aaa e- aoe oh x we $52,832,581 
CTE uinentrexciseral calles uaXeS ar mente aici sci esa See sae en 20,324,607 
32,507,974 
Manufacturing, sellino and administrative costs . ..-. 2.1%... «6%. ss 27,007,291 
SPOHIECOMLO DCL AMONS manera ak ms testi a Pep Sere, ee en sen .te oR sas oe igh 5,500,683 
Other income less other expense 
MNCOMe TLONINVeStINGNtS: «ce. hs oe ye ee sae Sa ans $ 423,262 
PrretesHOimceDenturesm@ers cos Get nh sae a ek foe 67,808 
—- 355,454 
5,856,137 
Provistousr Or tcome taxes( INOLC TO) 0 2 on cae Sanaa LR set es, ae ee 2,865,000 
2,991,137 
INVADING EUV ARULUCCSE saci cea cara ge A es a Re nce ay 22,802 
NetmeaT nines (Ormie period ( NOC OP a cmame hoes ohn ea es See $ 2,968,335 
Consolidated Statement of 
Earnings Retained in the Business 
For the six months ended March 31, 1963 
Balsce Desi ninmOL Pood ere weer sea earns ees ets Bae ee ae $38,266,598 
PNELICATMIN Gort OT LNG, DCTIOU Sn wi sea she erate ws ets Mays ome A sg iae os 2,968,335 
41,234,933 
Dividends — 
Prclerrenesiates AAP eae es ee) a eae” Dune Bia cers 250,102 
lags eiSAres Ae bat ee 2 aces Oe ei outs emer s Pare Oe 1,130,253 
SEbisse ts a Sill caee ss teen te oma eae) oe Sk, Rive Bn ees 1,130,253 
2,510,608 
IE GenLre CISCOUDL WELCRTOL sreeteee tated Lorene eee nce etes cc Ca eset 50,000 
2,560,608 


BA ANeee eG Of PETIOU amas mee auld i lane u at la WRPoR Sed ops A) ce ay ys $38,674,325 


MOLSON BREWERIES LIMITED 
AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet as at March 31, 1963 


ASSETS 


CURRENT ASSETS 


Cashvand'short tern Gepositsi.. eee ene ree 


Marketable securities — at cost, less reserve (quoted market value $1,935,000) 


Accounts receivable 


OTHER ASSETS 


Cash and term deposits set aside to provide for redemption of 


preferred shares: 4. a, saa ay ee een on mee $ 9,219,691 
Less Pretetred dividends-accriled.) sem ae ae ee ee 125,051 
Investments in shares — at cost, and advances to other companies... . . 


Mortgages and secured loans, less reserve (Note 1)...... 
Life insurance —— cash’surcender value Wo) 29. eee 


Prepaid expenses and deferred charges ~ 9... 4... 2) 


eo el fe ee, ew eh ete et) cs ue io ee ee ee. 


1: Cn 0) -leeeé. 6) ase ie 


oe” ee Te “ey ee: 


Deferred compact bottle conversion cost — net of income taxes (Note 2) . . 


FIXED ASSETS 


Land, buildings and equipment — at cost (Note 3). ..... 


Accumulated depreciation, yuu wee ee 


oO Vee we 


€) ge oe Sie Pleas 


$ 3,948,091 
1,641,853 
6,441,869 
8,814,964 


20,846,777 


9,094,640 
5,442,803 
874,867 
368,536 
474,957 
1,391,953 


17,647,756 


75,969,841 
35,909,575 


40,060,266 
$78,554,799 


LIABILITIES 


CURRENT LIABILITIES 


PXCCOULIECHEEYy abue Ald ACCIUCd sa OLIUIGS cad bes cos fe aot! 2) Ne Rk edt ue $ 3,807,121 
SUC yat KES ere meee ele eee de ND ee re ES ie yg ka, as 2,277,816 
TACOS LAKES Sry Me ee FT I Be PS 1,622,387 
7,707,324 

io) DEBENTURES J0UE HEBRUAR Yo! 5, 19606 iy Recewek sey, gt Semen ld weipais oye 10,000,000 
MINORITY SHAREHOLDERS’ INTEREST IN CONSOLIDATED NET ASSETS... .. . 654,668 


SHAREHOLDERS’ EQUITY 
Capital stock — (Note 4) 
Authorized — 


250,000 514% cumulative redeemable preferred shares 
of a par value of $40 each 


2,250,000 Class “‘A’”’ shares without nominal or par value 
2,250,000 Class “B” shares without nominal or par value 
Issued and fully paid — 


wt sow prererred shares 9. 2 Seeker anes. $ 9,094,640 
9GS,07 7, (lass cA SIATCS” as o8 eee Nee a one 2, 6,211,921 
BGS Ol) Cidss es VSUAT CS is Mee conte SAY) ani bance es 6,211,921 

21,518,482 
Earnimes. retained inthe business. \.tGids aed hes ok Gs 38,674,325 


60,192,807 
$78,554,799 


Signed on behalf of the Board: 


T. H. P. MOLSON, Director 
H. deM. MOLSON, Director 


MOLSON BREWERIES LIMITED 
AND SUBSIDIARY COMPANIES 


Notes to consolidated financial statements 
for the six months ended March 31, 1963 


1. MORTGAGES AND SECURED LOANS 


An amount of $295,156 has been transferred from the reserve for investments to the 
reserve for mortgages. 


2. DEFERRED COMPACT BOTTLE CONVERSION COST 


During the period the brewing industry commenced the gradual replacement of existing 
bottles in Western Canada with new compact bottles. It is hoped to complete the 
programme within the next eighteen months and the company’s share of the total cost, 
less income taxes thereon, is not expected to exceed $1,000,000. 


3. CONSTRUCTION IN PROGRESS 


The companies have contracted for additional capital expenditures which will amount 
to approximately $900,000. 


4. CAPITAL STOCK 


(a) 
(b) 


(c) 


All the issued and outstanding preferred shares were called for redemption on 
April 1, 1963. 

Class “‘A”’ shares are non-voting except in the event of omission of dividends for a 
period of two years. 

Under the terms of a stock option plan 50,000 Class “A” shares and 50,000 
Class “B” shares of the authorized and unissued capital stock were reserved for 
the granting of options to officers and other executive personnel. As at March 31, 
1963, options with respect to 10,945 shares of each class had been exercised and 
there were outstanding and unexercised options with respect to 3,705 shares of 
each class. 

Under the plan, 185 Class “‘A”’ shares and 185 Class “‘B”’ shares were issued during 
the period for a total consideration of $6,950. 


5. PROVISION FOR INCOME TAXES 


The provision for income taxes has been calculated after claiming capital cost allowance 
which is in excess of depreciation recorded in the accounts by $268,000. As a result, the 


total taxes otherwise payable for the period have been reduced by $140,000. 
The net book value of depreciable fixed assets exceeds their undepreciated capital cost 
for income tax purposes by an amount of $4,690,000. 


6. DEPRECIATION AND OTHER AMORTIZATION, EXECUTIVE SALARIES, 
DIRECTORS’ AND LEGAL FEES 


The following items have been charged before determining the net earnings for the 


period :— 
Dewreciauon, Of 11x60 assets. un. voy. een Petes. seek oe he R175 73,470 
Amortization of compact bottle conversion cost. ......... 220,436 
Remuneration of executive officers of the parentcompany .... . 118,250 
Pees Of directors of the-parent Company 200 6. 6 ees, aes 6,500 
Pol COCs ee en ert See ee eee le eee re 8 ys 16,236 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Molson Breweries Limited and its 
subsidiary companies as at March 31, 1963 and the consolidated statements of earnings and 
earnings retained in the business for the six months ended on that date and have obtained all 
the information and explanations we have required. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other sup- 
porting evidence as we considered necessary in the circumstances. The consolidated financial 
statements incorporate figures in respect of certain subsidiary companies which have been 
reported on by other auditors. 

In our opinion, based upon our examination and the reports of other auditors and 
according to the best of our information and explanations given to us and as shown by the 
books of the companies, the accompanying consolidated balance sheet and consolidated 
statements of earnings and earnings retained in the business, when read in conjunction with 
the notes appended thereto, are properly drawn up so as to exhibit a true and correct view 
of the consolidated state of the affairs of the companies as at March 31, 1963 and the 
consolidated results of their operations for the period ended on that date, in accordance 
with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


McDONALD, CURRIE & CO. 
Chartered Accountants. 


MOoNnrTREAL, May 16, 1963. 


MOLSON BREWERIES LIMITED 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Source 
and Application of Funds 


For the six months ended March 31, 1963 


CONSOLIDATED WORKING CAPITAL — October 1, 1962. .......2.2.2.. $14,125,913 


SOURCE OF FUNDS 


Net earnings: © iraiats: See ee ees nee one oe $ 2,968,335 

Depreciation and amortization...) = 12) 1,793,908 

Proceeds from,o44 4, debenture issies a0. ae ree 9,950,000 

Proceeds from shares issued under stock option plan... . 6,950 

Net decrease mi Othemasscts s5 ee re ee 600,572 
15,319,765 
29,445,678 

APPLICATION OF FUNDS 

Net-additions to fixed’ assets" 5. 0-5) ee ee ee 4,312,694 

Dividends: . 2.2 ja ee ee ee ee ee 2,510,608 

Investments in, and advances to, other companies .... . 388,283 

Funds set aside for the redemption of preferred shares . . . 9,094,640 
16,306,225 


CONSOLIDATED WORKING CAPITAL — March 31,1963 ........2... $13,139,453 
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